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1FEDERAL HOME LOAN BANK BOARD
The comment period on the FHLBB's proposed rule and statement of policy regarding
investment portfolio policy and accounting guidelines for insured institutions has
been extended (see the 8/18/88 Fed. Reg., p. 31363). On 6/9/88 the Board proposed 
adoption of a rule to clarify that insured institutions must account for 
securities held for investment, sale and/or trading in accordance with generally 
accepted accounting principles (see the 6/20/88 Wash. Rpt.). Comments must now be 
received on or before 9/20/88 and sent to Director, Information Services Section, 
Office of the Secretariat, FHLBB, 1700 G St., N.W., Washington, D.C. 20552. For 
further information after reading the proposed rule, contact Julie A Gerschick at 
the FHLBB at 202/331-4583.
In a related action, the FHLBB announced a public hearing on the proposed 
rule and statement of policy (see the 8/18/88 Fed. Reg., pp. 31363-64). The 
public hearing is scheduled for 9/13/88 from 9:00 a.m.-5:00 p.m. The hearing will 
be held at the FHLBB’s Amphitheater, 2nd Floor, 1700 G St., N.W., Washington, D.C. 
Written requests to participate in the public hearing must be mailed to the 
Secretary, FHLBB, 1700 G St., N.W., Washington, D.C. 20522 or hand delivered to 
the same address between the hours of 9:00 a.m. and 5:00 p.m., Monday through 
Friday, and received no later than 5:00 p.m. on 8/29/88. For further information 
after reading the notice, contact Julie A. Gerschick at the FHLBB at 202/331-4583.
FEDERAL RESERVE SYSTEM
The Federal Reserve Board has adopted a new rule to implement the Expedited Funds
Availability Act (see the 5/27/88 Fed. Reg., pp. 19372-496. The Act, which is 
Title VI of Public Law 100-86, seeks to ensure prompt availability of funds and to 
expedite the return of checks, according to the Board. The rule states that the 
Act includes specific and detailed provisions requiring banks to: 1) Make funds 
available to their customers within specified time frames; 2) Pay interest on 
interest-bearing transaction accounts not later than the day the bank receives 
provisional credit; and 3) Disclose their funds’ availability policies to their 
customers. The law becomes effective 9/1/88. For further information after 
reading the final rule for Subparts A and C, contact Joseph R. Alexander at the 
Federal Reserve Board at 202/452-2489 or Stephanie Martin at 202/452-3198. For 
information on Subpart B, sections 229.10-229.14 and 229.19-229.21, contact Louise 
L. Roseman at 202/452-3874. For information on Subpart B, sections 229.15-229.18, 
contact Gerald P. Hurst at 202/452-3667, Kathleen S. Brueger at 202/452-2412 or 
Thomas J. Noto at 202/452-3667.
LABOR. DEPARTMENT OF
The enforcement policy on the application of the recently published final rule on plan
assets-participant contributions under the Employee Retirement Income Security Act
(ERISA) to cafeteria plans was announced by the Department of Labor's Pension and 
Welfare Benefits Administration (PWBA). The PWBA made the announcement in ERISA 
Technical Release No. 88-1, in response to a number of inquiries regarding the 
impact of the regulation on cafeteria plans. The regulation requires that amounts 
that a participant pays to, or has withheld by an employer for contribution to, a 
plan are plan assets which must be held in trust (see the 5/17/88 Fed. Reg. and 
t h e  5 /3 0 /8 8  W ash . Rpt.). The PWBA s a i d  t h e  L a b o r  D e p a r tm e n t r e c o g n iz e d  t h a t  
application of the final regulation to cafeteria plans may raise particular 
problems for plan sponsors and fiduciaries seeking to comply. The technical 
release said that the announced enforcement policy states that "the Department 
will not assert a violation in any enforcement proceeding solely because of the 
failure to hold participant contributions to cafeteria plans in trust." The 
policy will be effective pending consideration by the Labor Department of 
regulatory exemptive relief from the trust requirement for certain welfare plan
2arrangements, the technical release said. Specifically, the department is willing 
to consider applications for a regulatory exemption from ERISA's trust 
requirements for those welfare plan arrangements which can demonstrate that "the 
establishment of a trust would severely impede their operation...and exemption 
would be protective of the interests of participants and beneficiaries.” 
Interested parties are invited to submit exemption applications, including 
information concerning the appropriateness of providing exemptive relief 
retroactive to the effective date of the regulation, to the following address by 
9/30/88: Office of Regulations and Interpretations, Pension and Welfare Benefits 
Administration, Room N-5671, U.S. Department of Labor, Washington, D.C. 20210. 
For further information contact Mark Greenstein at the Labor Department at 
202/523-7901.
The Advisory Council on Employee Welfare and Pension Benefits Plans has scheduled a
meeting for 9/8/88 (see the 8/12/88 Fed. Reg., pp. 30492-93). The agenda includes 
the following items: 1) Reporting and Disclosure Work Group to complete review of 
remaining items on financial reporting; 2) Status report of the Access to Health 
Work Group; 3) Status report of the Retiree Health Work Group; 4) Status report of 
the 415 Limit Committee; and 5) Open discussion of national retirement income 
policy. The meeting is scheduled to begin at 9:30 a.m. in Room N-3437C, U.S. 
Department of Labor Building, Third and Constitution Ave., N.W., Washington, D.C.
In a related action, the Labor Department announced a meeting of the Work 
Group on Access to Health Care of the Advisory Council on Employee Welfare and 
Pension Benefits Plans on 9/9/88 (see the 8/12/88 Fed. Reg., p. 30493). The 
purpose of the meeting is to obtain testimony from employer and employee 
representatives, service providers, the medical profession and others about the 
potential impact and implications of proposed access to health care legislation, 
with respect to the Labor Department's role under ERISA. Of particular interest, 
the Labor Department said, are the issues raised by legislative proposals based on 
an employment relationship as contrasted with non-employment based proposals. The 
meeting is scheduled to begin at 10:00 a.m. in Room N-3437C at the address listed 
above. For further information about either meeting after reading the meeting 
notices, contact the Labor Department at 202/523-8753.
SECURITIES AND EXCHANGE COMMISSION
A letter was issued to the Federal Reserve Board outlining the SEC staff's position
regarding the appropriate accounting for interest payments received by banks in
conjunction with the restructuring of Brazilian debt, the SEC announced in a press 
release recently. The SEC's Division of Corporation Finance and the Office of 
Chief Accountant would not object to bank holding companies' recording interest 
received on Brazilian debt as income provided certain conditions are met and 
disclosure of the impact of such income is prominent in financial statements. For 
further information regarding the staff’s position, contact Glen L. Davison at the 
SEC at 202/272-2050 or Robert Bayless at 202/272-2553. Practice Bulletin 5 issued 
by the AICPA's Accounting Standards Executive Committee and the Committee on 
Banking in July, 1988 provides guidance for income recognition on loans to 
financially troubled countries.
TREASURY, DEPARTMENT OF
A meeting of the IRS Commissioner's Advisory Group has been scheduled for 9/14-15/88.
the IRS announced (see the 8/19/88 Fed. Reg., pp. 31797-98). Topics to be 
discussed on the first day include penalties, state tax resources/initiatives, 
information reporting, and relationships with practitioners. Topics for the 
second day include compliance strategies for the 1990s, correspondence, and 
general discussion. The meetings are scheduled to begin at 8:00 a.m. each day and
3will be held in Room 3313 of the Internal Revenue Service Building, 1111 
Constitution Ave., N.W., Washington, D.C. Conference space is limited and those 
interested in attending the meeting must notify the IRS by 9/8/88. Notification 
of intent to attend should be made to Robert F. Hilgen at the IRS at 202/566-4143. 
For further information about the meeting after reading the notice, contact Mr. 
Hilgen.
A transitional rule relating to the definition of activity under Section 469 of the
Internal Revenue Code was released by the IRS in Notice 88-94. According to the 
IRS, since taxpayers did not have guidance concerning the definition of activity 
in preparing their 1987 returns, section 1.469-4T of the Temporary Income Tax 
Regulations will provide a transitional rule under which a taxpayer's operations 
may be treated as one or more activities under any reasonable method. For 
purposes of the transitional rule, the IRS stated that it generally is reasonable 
to treat operations that involve the provision of similar goods or services as 
part of the same activity. Additionally, a taxpayer may generally treat business 
operations as part of the same activity if they are conducted at the same location 
and are owned by substantially the same persons in the same proportions. Also, a 
taxpayer's treatment of rental real estate operations either as a single activity 
or as multiple activities generally will be considered reasonable. However, the 
IRS indicates that it is not reasonable to treat rental operations as part of a 
trade or business activity or to treat nonrental operations as part of a rental 
activity unless the operations are ancillary to the activity and are insubstantial 
in comparison to the activity. These principles also apply to operations that are 
conducted through a passthrough entity. The IRS has indicated that no inferences 
should be drawn from the transitional rule described in this notice concerning the 
general rules of section 1.469-4T. The IRS said Notice 88-94 is to provide 
guidance to taxpayers until the full set of rules is published in the Federal 
Register. Notice 88-94 is scheduled to be published in Internal Revenue Bulletin 
1988-35, dated 8/29/88. For further information after reading the notice, contact 
Michael J. Grace at the IRS at 202/566-3288.
Roger L . Plate, CPA, has been appointed director of the research division of the IRS
in Washington, D.C. In this position, Mr. Plate directs research, forecasts, 
operational test, surveys, and questionnaires. The IRS said this basic data is 
used for developing operating programs. Mr. Plate began his career with the IRS 
in 1960. He has served as chief of the audit division in Chicago, as assistant 
director of the audit division in Washington, D.C. and as director of the office 
of international operations. Mr. Plate was appointed director of the Detroit 
District in 1974, and in 1980, was named regional commissioner for the Midwest 
Region headquartered in Chicago. He became assistant to the senior deputy 
commissioner in Washington, D.C. in 1987, the position he held until his present
 appointment.
Guidance to taxpayers concerning forthcoming regulations interpreting the interest
capitalization requirements contained in the uniform capitalization rules and in
the rules prescribing the accounting for long-term contracts is provided in IRS 
Notice 88-99. The uniform capitalization rules apply to the production of 
property and the acquisition of property for resale in a trade or business or 
activity conducted for profit, the notice states. The notice also provides 
guidance on the tracing of debt and defines eligible debt and avoided cost debt. 
The provisions of section 263A of the Internal Revenue Code are generally 
effective for costs incurred after 12/31/86, in taxable years ending after such 
date, the IRS said. However, with respect to property that is inventory in the 
hands of the taxpayer, section 263A requires a change in method of accounting 
effective for taxable years beginning after 12/31/86, according to the IRS.
4Section 263A does not apply to any costs incurred for the construction of property 
for use by the taxpayer in its trade or business if substantial construction of 
the property had occurred before 3/1/86, the notice states. According to the 
notice, the provisions of section 460 of the Code apply to any long-term contract 
entered into after 2/28/86, in taxable years ending after such date. Notice 88-89 
is scheduled to be published in Internal Revenue Bulletin 1988-36, dated 9/6/88. 
For further information after reading the notice, contact Katherine Wambsgans at 
the IRS at 202/566-3288, Paulette Galanko at 202/566-3288 or Carol Conjura at 
202/566-3024.
Guidance on the application of section 457 of the Internal Revenue Code to certain
nonelective deferred compensation plans was released by the IRS in Notice 88-98.
Section 457, as amended by the Tax Reform Act of 1986, provides that amounts of 
compensation deferred under certain "eligible deferred compensation plans" 
maintained by state and local governments and tax-exempt employers are included in 
an employee's or beneficiary's gross income only in the taxable year in which the 
compensation is paid. The IRS has determined that regulations under section 457 
will provide that section 457 does not apply to compensation deferred under a 
written, nonqualified, nonelective deferred compensation plan that was in 
existence on 12/31/87, and that is maintained pursuant to one or more collective 
bargaining agreements, until the earlier of the effective date of any modification 
to the plan (other than modifications to agreements entered into on or before 
12/31/87) or 1/1/91. The IRS stated that for purposes of this rule, a nonelective 
plan is a plan that covers a broad group of employees and under which the covered 
employees earn nonelective deferred compensation under a definite, fixed and 
uniform benefit formula. Only employees participating in the nonqualified, 
nonelective plan pursuant to a collective bargaining agreement are eligible for 
this transition rule. Notice 88-98 is scheduled to be published in Internal 
Revenue Bulletin 1988-35, dated 8/29/88. For further information after reading 
the notice, contact Mary F. Eure at the IRS at 202/566-3060 or 566-3050.
SPECIAL: SENATE PASSES BILL TO PERMANENTLY REAUTHORIZE OFPP
Legislation that would permanently reauthorize the Office of Federal Procurement
Policy (OFPP) passed the Senate recently. This legislation, S. 2215, was 
sponsored by Sen. Lawton Chiles (D-FL) and would provide for the following: 1) 
Permanent authority for OFPP appropriations; 2) Clarification of the role of the 
administrator of OFPP to initiate policy and prescribe regulations, procedures, 
and forms relating to procurement; 3) Establishment of a Federal acquisition 
regulatory council to help manage a governmentwide procurement regulation; and 4) 
Re-establishment of a Cost Accounting Standards Board (CASB) within OFPP to be 
chaired by the Administrator. Similar legislation, H.R. 3345, was introduced in 
the House of Representatives by Government Operations Committee Chairman Jack 
Brooks (D-TX) and was approved by the committee last September. Although the 
House bill also would permanently reauthorize OFPP, it differs from the Senate 
bill in that, among other things, it would create an "independent" CASB whose 
decisions on cost allocability matters would be final. H.R. 3345 is expected to 
be considered by the full House in the near future.
SPECIAL: SENATE ADOPTS AMENDMENT REQUIRING REGISTRATION OF DEFENSE CONSULTANTS
Consultants who conduct business with the Department of Defense would be required to
register themselves if an amendment adopted by the Senate and attached to the
Department of Defense appropriations bill is enacted into law. The amendment, 
introduced by Sen. David Pryor (D-AR), was patterned after S. 2674, the Consultant 
Registration and Reform Act of 1988, which, if enacted, would be applied 
governmentwide (see the 8/8/88 Wash. Rpt.). The amendment would require that a 
consultant who directly or indirectly receives payment for services on a defense
5related government project register with the Department of Defense and provide the 
following information: name and business address; a description of the 
consultant's clients and the services normally furnished by the consultant to 
those clients; a list of all clients for which the consultant has provided 
consulting services that in any way relate to the work it is doing for the defense 
department, as well as a description of the services furnished to each client; a 
statement of whether the consultant has ever been convicted of a felony or whether 
the consultant is currently under indictment; a statement of whether the 
consultant is under suspension or debarment by the Federal government or any 
Federal agency; and a certification that, to the best of the consultant's 
knowledge, the consultant and all employees are in compliance with the revolving 
door restrictions contained in section 2397, title 10 of the U.S. Code. The House 
passed Department of Defense appropriations bill does not include a provision 
requiring consultants to register. Therefore, the House-Senate conference 
committee will be charged with deciding whether to include such a provision in the 
final version of the defense appropriations bill.
SPECIAL: AICPA 1988 SAVINGS AND LOAN CONFERENCE TO BE HELD IN SEPTEMBER
The Eleventh National AICPA Conference on Savings Institutions has been scheduled for
9/15-16/88 at the Crystal Gateway Marriott Hotel in Arlington, VA. The two-day 
conference will feature lectures and panel discussions by public accountants, 
thrift executives and regulators. Federal Home Loan Bank Board Chairman M. Danny 
Wall is scheduled to deliver the keynote address. Additionally, participants will 
hear from Rep. Doug Barnard (D-GA), as well as representatives from the FASB and 
the SEC. Major topics of the conference include implementing new accounting and 
reporting matters, current auditing developments, new financial institutions, 
mergers and acquisitions, the future of the FSLIC, and tax issues affecting S&Ls. 
As in the past, there will be an optional program presented prior to the 
conference. This optional feature is scheduled for 9/14/88 and is offered 
annually for practitioners and executives who wish to study key issues more 
thoroughly and in a smaller group. Topics for the optional program are as 
follows: Implementing the Competitive Equality Banking Act of 1987 (CEBA); Bank 
Board Activities; and Thrift Taxation. Recommended CPE credit for the two-day 
conference is 16 hours; an additional 4 hours is given for the optional program. 
For further information contact the AICPA Meetings Department at 212/575-6451.
For further information contact Shirley Twillman at 202/737-6600.
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